Roberra Cross Guns Hemng Examninies

Don Hartis

Special Assistant Attomeys General FEB 1 9 2004
840 Helena Ave

Helena, MT 39601

(406) 444-2040

Aftomeys for Department of Insurance

BEFORE THE STATE AUDITOR
AND COMMISSIONER OF INSURANCE
HELENA, MONTANA

IN THE MATTER OF: ) CASENO 2002-37

)
THE PROPOSED DISCIPLINARY ) NOTICE OF PROPOSED AGENCY
TREATMENT OF FARMERS ) ACTION AND OPPORTUNITY
INSURANCE COMPANY, INC, ) FOR HEARING (LICENSE

) DISCIPLINE AND

Respondent. 3 ) ADMINISTRATIVE FINE)

PLEASE TAKE NOTICE

Staff of the Insurance Division of the Office of the State Auditor and
Commissioner of Insurance of the state of Montana (Commssioner), pursaant to the
authonty ot the Montana Insurance Code, Section 33-1-101, et seq , Monrana Code
Annotated (2004) [heremafter, MCA], 1s proposing to the Comrrussioner that he taks
disciplinary action against the entitles named above for violations of the Montana Code

The Commuissioner has authority to take such action undet the provisions of Section 33-1-

Ay -

[)

-119,35-17-=114, 35-17-1001, and 33-17-1002, MCA.

-
5=

(9}

Service of process 1s pursuant to section 33-1-314 MCA,

REASONS FOR ACTION
Therz 1s reascu  believe that the toliowing tacts, if true, justify and supportt such

disciplinary meamment.



ALLEGATIONS

1. ‘m October 16, 2002, filed a complant against Farmers

Insurance Company, Inc., concermung her Farmers Homeowners Plus policy. The

Department of Insurance assigned File No. is 27769.

2. The pohicy number iR NJRE for property tocated at i EG—_—

3. In the process of investigating S compiaint, the Department of
Insurance can find no evidence that Farmers Insurance Company, Inc. filed rates for the
Farmers Homeowners Plus policy or that the forms were filed with this Department as
well.

4. Additionally, the Department of Insurance can find no evidence that Farmers
Insurance Company, Inc. has been issued a certificate of authority from the Department
of Insurance.

5. On October 1, 2002, as notified that her Farmers Homeowners
Plus coverage would be non-renewed on December 22, 2002, but that she could replace 1t
with the Zurich Home Service plan.

CONCLUSIONS

1. The State Auditor 1s the Commassioner of Insurance pursuant to section 2-15-
1903, MCA.

2. The msurance department 18 under the coatrol and supervision of the
Commissioner pursuant to section 33-1-301, MCA.

3. A person may not transact a business of insurance 1in Montana or a business

relative to a subject resident, located or to be performed 1n Montana without complying



with the applicable provisions of the Montana Insurance Code [hereinafter, Code]
.- -
pursuant to section 33-1-102, MCA.

4. The Conunissioner shall administer the Department of Insurance to protect
Insurance consumers pursuant to section 33-1-311, MCA.

5. In failing to file the Farmers Horrieowners Plus policy with the Department of
insurance> Farmers Insurance Exchange s in violanon of section 33-1-501, MCA.

6. In failing to have fled rates for the Farmers Homeowners Plus policy with the
Department of Insurance, Farmers Insurance Exchange is in violation of section 33-16-
203, MCA.

7. In failing to have a certificate of authonty from the Comrmussioner, Farmers
Insurance Company, Inc. is in violation of section 33-2-101, MCA.

PUBLIC INTEREST

For any and all of the reasons set forth above, it is in the public interest
and will protect Montana consumers to:

1. Obtain a cease and desist order barming Farmer’s Insurance Company, Inc.
from selling insurance products without a certificate of authority from the Department of
Insurance or without filing forms and rates pursuant to Code;

2. Order Farmers Insurance Company, Inc. to pay an administrative fine in an
amount and upon such terms and conditions as supported by the evidence and determined
at hearing of this matter; and

3. Take such other actions which may be 1o the public interest and necessary and
appropriate for the protection of Montana consumers.

RELIEF REQUESTED




WHEREFORE, the Department seeks the following relief:

1. Imposition of an administrative fine of up to $25,000.00 for each violation of
the Montana Insurance Code pursuant to section 33-1-317, MCA for the violations
described in the Conclusions section of this Notice, to wit, Farmers’:

a. falure to file the Farmers Homeowners Plus policy with the Department of
Insurance in violation of section 33-1-501, MCA;

b. failure to file rates with the Department of Insurance in violation of section 33-
16-203, MCA.;

c. failure to have a certificate of authority from the Commissioner in violation of
section 33-2-101, MCA.

2. Further, the Department seeks a finding that all sanctions and remedies
detailed and described here are in the public interest and necessary for the protection of
Montana consurers.

3. The Department seeks a finding as fact of the allegations set forth in
paragraphs -5 of the Allegations section, above.

4 Issuance of an immediate order to cease and desist from commutung further
violations of the Code.

5. Any further action as deemed just and appropriate for the protection of
Montana consumers.

STATEMENT OF RIGHTS

You are entitled to a hearing and to respond to this notice and present evidence
and arguments on all 1ssues involved i thus case. You may have a formal hearing before

a hearing examiner appointed by the Commuissioner. This is provided for by the Mountana



Admunistrative Procedure Act, sections 2-4-601, MCA, and following, including Section
2-4-631, MCA. If you demand a heanng, you will be given notice of the time, place and
the nature of the hearing. Pursuant to section 33-1-701, MCA, the hearing shall be held
within 45 days after receipt of the demand by the commussioner, unless postponed by
mutual consent.

You have the right to be represented by an attorney at any and all stages of this
proceeding.

If you want to resist the proposed action under the jurisdiction of the
Commiss:oner, you must so advise him within twenty (20) days of the date you receive
this notice. You so advise himi by writing to Don Hamis, Staff Attorney, State Auditor's
Office, 840 Helena Ave, Helena, MT 59601. While so advising Mr. Harns, you should
make clear whether you demand a heanng, or whether you warve formal proceedings
and, 1f so, what informal proceedings you prefer for handling this case. Pursuant to
section 2-4-603(2), MCA, you may not request to proceed informally if the action could
result in suspension, revocation or any other adverse action against a professional license.

Should you request a hearing, you have the right to be accompanied, represented.
and advised by counsel. If the counsel you choose has not been admitted to practice law
in the state of Montana, he or she must comply with the requirements of Application of

Ameuncan Smelting and Refiming Co., (1973), 164 Mont. 139, 520 P.2d 103.

CONTACT WITH INSURANCE COMMISSIONER'S OFFICE

If you have questions or wish to discuss this matter, ptease write Don Harms, Staff

Attorney for the State Auditor, 840 Helena Ave, Helena, MT. 59601, If you are



represented by an attorney, please make any contacts with this office through your

attorney.

POSSIBILITY OF DEFAULT

Failure to give notice or to advise of your demand for 2 hearing or form of
informal procedure within twenty (20) days, will result in the entry of a default order
imposing the disciplinary sanctions against you and your license, all without any more
notice to you, pursuant to 6.2.101, Administrattve Rules of Montana (ARM) and the
Attomey General's Model Rule 10, 1.3.214, (ARM).

DATED this W\T'lil__ day of February, 2004.

JOHN MORRISON
State Auditor and
Commussioner of Insurance

By:

Dbn Harris ¢ 7
Staff Attormey



CERTIFICATE OF SERVICE

Lhereby certify that [ mailed a true and correct copy of the foregoing NOTICE
OF PROPOSED AGENCY ACTION AND OPPORTUNITY FOR HEARING
(LICENSE DISCIPLINE AND ADMINISTRATIVE FINE) to the following persons by

depositing the action in the U.S. Mail, certified, relum receipt requested, on this _ } Z

dayof  FEDs Al L2004,
5 i

TO:  Robert Cameron
Gough, Shanahan, Johnson & Waterman
P.O.Box 1715

Helena, MT. 59624-1715 m

f /] E
" L/ L L/ L ) CLiL WO
State Auditor's Office

]
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SEFORE THE STATE AUDITOR' TeAIINg Examiner

AND COMMISSIONER OF INSURANCE ,
HELENA, MONTANA OV 0% 2007

IN THE MATTER OF: CASE NO. 2002-42

NOTICE OF PROPOSED AGENCY
ACTION AND OPPORTUNITY FOR
HEARING

THE PROPOSED DISCIPLINARY

TREATMENT OF FARMERS
INSURANCE EXCHANGE,

Respondent.

S e e e N N e e e e

TO: Maryann Seltzer
Corporate Secretary
Farmers Insurance Exchange
c/o Farmers Ingurance Group
4680 Wilshire Blvd
Los Angeles, CA $0010-3807

Robert Cameron

Gough, Shanahan

P.O. Box 17165

Helena, MT. 53624-1715
PLEASE TAKE NOTICE

Staff of the Insurance Division of the office of the State

Auditor and Commissioner of Insurance of the state of Montana

(Commissioner), pursuant to the authority of the TInsurance Code
of Montana, Section 33-1-101, et seg., Montana Code Annoctated
(2001) (MCA), is proposing to the Commissioner that he take

disciplinary action against the entities named above for
violations of the Montana Code. The Commissioner nas authority
to take such action under the provisions of Sections 33-1-317 and

33-2-119, MCA.

Service of process is pursuant to section 33-1-314, MCA.

i

Notjce of Proposed Agency Action and Oppormunity for Hearing
Page 1
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REASCONS FOR ACTION

There is reason to believe that the following facts, if

true, justify and support such disciplinary treatment.

ALTLEGATIONS

1. On February 27, 2002, a 74 year old resident of

Kalispell,

Montana, wrote Farmers Insurance Exchange about the

increase 1n his automobile insurance premium, policy # 70-06717-

£2-35. In a March 5, 2002, letter to the Xalispell resident,

Barry Waggner, Executive Director of “Farmers”, wrote

acknowledging the February 27 letter.

2. Furthermore, he wrote in part:

Due to increasing costs, 1t was necessary to
affect a base rate increase on our automobile
book of business statewide.:. In addition, the
Farmers Insurance Group of Companies, like a
number oL other insurance companies, now uses

a risk assessment model in this process. This
risk assessment model produces an insurance score
that provides a measure of future auto loss
probabilities for an insured or applicant for

insurance. This model utilizes a group of pre-
selected characteristics derived from
information on your credit report. When Chese
characteristics are entered into the risk
assessment model, tney produce a score that has
been shown to highly correlate with auto

loss risk. That score i1is not interpreted to be,

nor is it utilized as, a measure of your credit
worthiness. Rather it is part of the process
of selecting and classifying insurance risks.
Since this risk assessment model itself is
proprietary to the independent third party
provider, we do not have access to the
calculations that resulted in your score.

.o Pursuant to the Fair Credit Reporting Act,
we have the right to obtain and use consumer
reports, including insurance bureau scores,

so long as we have 2 permissible purpose to

do so. We have such a permissible purpose
when we underwrite insurance, be 1t new
business or existing business. Any inquiries

or a reguest Ifor mors detailed information

Notice of Proposed Agency Acuon and Opportuniry for Hearing

Page 2
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relating to contents of the report itself
should be directed to our vendor, TransUnion,
at the following address
3. The specific reasons for the adverse underwriting

decision were nct given in Farmers March £, 2002 letter. Alsc,

as directed, the 74 year old Kalispell resident obtained his

Trans Jnion Consumer Credit Score. The date of score was March
1, 2002. He had a score of 840 out of a possible of 934 points.
His szcore was very favorable. (He provided this report to the

State Auditor’s Office.)

4. Also, as part of the information provided from the 74
year old Kalispell resident, .were two letters from Steve Hooper
to Dave Dela Torre of Farmers Group, Inc. Hooper is a resident
licensed Montana insurance producer with an appointment with
Farmers Insurance Exchange. He works in Kalispell. The letters
were dated 15 March 2002 and 28 August 2002. In both letters
Hooper expressed frustration to Dela Torre about the lack cof a
specific reasons for the adverse underwriting.

S. An April 2, 2002, letter from David Dela Torre assigned

the matter to Kerry Heinz of Farmers Insurance Exchange.

6. In a letter dated September 5, 2002, Lrom Kerry Heinz to

Steve Hooper, Heinz identifies himself as the "“Montana Personal
Lines Service Team Leader.” The letter reads in part:
As you recall, (the 74 year old resident of
<allspe71 g) policies are currently showing an “I1” for
his FARA and FPEA insurance bureau scores. Due to the
ract thet our insured does not feel that this is

correct, you contacted me.

it was discovered that the corrsct

joon review,
information 2s on recoxrd concerning (the 74 year old
resident of Xalispell’s) name, D.O.B, address and

Notice of Proposed Agency Acuon and Opportunity for Hearmg
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Social Security Number. J=ff Roberts, in Home Ofiics
Business Development Adminiscration, was also
contacted. He stated that an “I” indicator means the
customexr has a credit f£ile but the underlying credit
report does not have adeqguate activity to generate an
insurance bureau score or risk assessment indicator.

When an “I1” 1is generated, there are no specific reason
codes generated. An additional point to note, is the
fact that an “I” score may receive discounts from base
premium rates, such as in this case.

7. There are hand written notes in the information obtained

from Steve Hooper while talking with Kerry Heinz. At the top of

a sheet of paper reads: “Per lLast conversation with Kerry Heinz -
Senior U/W POL . . . Farmers has no idea why his score is an ‘1.’
Fair Isaacs model is proprietary(.) Farmers hands are tied.”

8. On January 23, 2002, a resident of Bigfork, Montana sent
Farmers Insurance Exchange a letter asking for the specific
reasons for an adverse underwriting decision on her policy,

_ The letter indicates that she also sent a copy to

Hooper Agency, Farmers Insurance, 37 5% Ste E STE. 202,

Kalispell, MT 59501.

9. On March 4, 2002, Jacqueline Hausch of Farmers Insurance
Exchange wrote a letter to the Bigfork resident. No specific
reasons were given for the adverse underwriting decision.

10. On October 17, 2002, Kim Hewitt, of the State Auditor‘s
Office, wrote a letter to Farmers Insurance Exchange concerning
the Bigfork resident and her Farmers Insurance. On October 28,

2002, Barry Waggerner of Farmers Insurance Exchange wrote back Kim

Hewitt and gave four primary factors from her credit report that
resulted in an adverse underwriting decision.

CONCLUSIONS

Notice of Proposed Agency Action and Opportunity for Hearing
Page 4
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1. The State Auditor is the Commissioner of Insurance
pursuant to section 2-15-1%903, Mont. Cocde Ann.

2. The insurance department 1s under the control and
supervision of the Commissilcner pursuant to sscrion 33-1-201,
Mont . Code Ann.

3. A person may not transact a business of lnsurance 1in
Montana or a business relative to a subject resident, located, or
to be performed in Montana without complying with the applicable
provisions of this code pursuant to section 33-1-102, Mont. Cocde

Ann.

4 The Commissioner shall administer the Department of

Insurance to protect insurance consumers pursuant to section 33-

1-31%, Mont. Code Ann.

S. In failing to provide the specific reasons for adverse
underwriting decision when an insured has macde a written demand,
Farmers Insurance Exchange is in violation of section 33-19-303,

Mont . Code Ann.

STATEMENT OF RIGHTS

You are entitled to a hearing and to respond to this notice
and present evidence and arguments on all issues involved in this
case. You may nave a rformal hearing before a hearing examiner
appointed by the Commissioner. This is provided for by the

Montana Administrative Procedure Act, sections 2-4-601, MCA, and

following, including Section 2-4-531, MCA. Ii you demand a

hearing, you will be given notice of the time, place and the

M

nature of the hearing. Pursuant to section 33-1-701, the hearing

Notjce of Proposed Agency Action and Opportuniry for Hearrng
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shall be held within 45 days after receipt o
commissioner, unless postponed by mﬁtual consent.

You have a right to be represented by an attorney at any and
all stages of this proceeding.

If yvou want to resist the proposed action under the
Jurisdiction of the Commissioner, you must so advigse him within
fifteen (15) days of the date you receive this notice. You may
so advise him by writing to Kevin Phillips, Insurance Attorney,
State Auditor’s Office, 840 Helena Ave, Helena, Montana 59601.
While so advising Mr. Phillips, you should make clear whether you
demand a hearing, oxr whether you waive formal proceedings and, if
so, what informal proceedings you prefer for handling this case.
Pursuant to section 2-4-603(2), Mont. Code Ann., you may not
request to proceed informally if the action could result in
suspension, revocation or any other adverse action against a
professiconal license.

Should you request a hearing, vyou have the right to be
accompanied, represented, and advised by counsel. If the counsel
you choose has not been admitted to practice law in the state of
Montana, he or she must comply with the requirements of

licaticn of American Smelting and Refining Co., (1973), 164

App

Mont. 139, 520 P.2d 103.

CONTACT WITH INSURANCE COMMISSTONER’S OFFICE

I you have questions or wish to discuss this matter, plezse
contact Kevin Phillips, legal counsel for the State Auditor, 840

Helena Ave, Helena, MT, 59601, (406)444-3496 or, within Montana,

(800)322-8148. If you are represented by an attorney, please make

Notice of Proposed Agency Action and Oppartumty for Heanng
Page 6
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any contacts with this cffice through your attorney.

POSSIBILITY OF DEFAULT
Falilure to give notice or to advise of vour demand for a
hearing or form of informal procedure within twenty (20) days,
will result in the entry of a default order imposing the
disciplinary sanctions against you and your license, all without
any more notice to you, pursuant to 6.2.101, Administrative Rules
of Montana and the Attorney General’s Model Rule 10, 1.3.214.

DATED this §  day of _ Mwwebo 5g02.

—_—

JOHN MORRISON
State Auvditor and
Commissioner of Insurance

. /‘\Ii /} /) B
Y —_— i R
(oS <y )
[C— 'S/'L'\ . /f’ ' K 1‘! L N
By: i ‘ A

Kevin F. Phillips
Insurance Attorney

Nouce of Proposed Agency Action and Opportuaity for Hearing
Page 7
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CERTIFTCATE OF SERVICE

I hereby certify that I mailed a true and correct copy of

the foregeing NOTICE OF PROPOSED AGENCY ACTION AND CPPORTUNITY

- =

FOR HEARING (LICENSE DISCIPLINE AND ADMINISTRATIVE FINE) to the
following persons by depositing the same in the U.S. Mail,
certified, return receipt requested, on this _Ji_ day of

4 £ 2002.

TO:

Maryann Seltzex

Corporate Secrestary

Farmers Insurance Exchange
c/o Farmers Insurance Group
4680 Wilshire Blvd

Los Angeles, CA 90010-3807

Robert Cameron

Gough, Shanahan

P.O. Box 1715

Helena, MT 59624-1715

Qﬂ?x la r/g)ﬂu%?%-( |

State Auditor’s Office

Notice of Proposed Agency Acuon and Opportumuty for Hearing
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Hearing Examiner

DEC 0 5 2002

BEFCRE TEE STATE AUDITOR
AND COMMISSIONER OF INSURANCE
HELENA, MONTANA

IN THE MATTER OF: CASE NO. 2001-88

FIRST AMENDED NOTICE OF
PROPOSED AGENCY ACTION AND
OPPORTUNITY FOR HEARING

THE PROPOSED DISCIPLINARY
TREATMENT OF FARMERS
INSURANCE EBEXCHANGE,

rRespondent .

e et M N e N e e e

TO: Robert Cameron

Gough, Shanahan

P.O. Box 1715

Helena, MT. 55624-1715
PLEASE TAKE NOTICE

Staff of the Insurance Division of the office of the State
Auditecr and Commissioner of Insurance of the state of Montana
(Commissioner), pursuant to the authority of the Insurance Cods
of Montana, Section 33-1-101, et sea., Montana Code annotated
{(2001) (MCA), 1is proposing to the Commissioner that he take
disciplinary action against the entities named above for
vicolactions of the Montana Code. The Commissioner has authority
to take such action under the provisions of Sections 33-1-317 and
33-2-112, MCA.

Service of process is pursuant tc section 33-1-314, MCA.

REASONS FOR ACTION
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'y and support such disciplinary treatmentc.

ALLEGATICNS

1. On January 28, 2002, a Helena resident wrote Farmers
nsurance Exchange asking why her insurance rate had gone up on

olicy G |, - February 7, 2002, letter to fhe Helena

esident, Doug Ashbridge, of Farmers Insurance Exchange, wrote

2

|

N

’

hat “Upon review of your policy, it was discovered that the

ncrease 1in your policies was a result of your insurance bureau

score.” The sgpecific reasons Lor the adverse underwriting

decision were not given.

2. On February 12, 2002, a Deer Lodge resident wrote to

armers Insurance Exchange asking wny nher insurance rates had

gone up on policies ‘ Farmers

T

S

nsurance Exchange wrote a letter to Cheri Meier, Compliance

pecialist Lor the State Auditor explalning in part that: “Our

research shows that (the Deer Lodge resident’s) premium 1s

—~
-

=

orrect and due to a change in nher insurance bursau score.” The

pecific reasons for the adverse underwriting decision were not

given.

p.

2. On January 4, 2002, a Helena resident receivad har

remium notice and an insert entitled “Falr Credit Rzporting Act

Notification” (Notification). The notice read in parc:

Upon receipt of youxr writtfen reguest, which must
be made wirthin 50 days from the date of mailing of
thzs enclosed notice, we will specify the rzason or
sons for this notics and the 1tems of
ormation Chat supvort cur actlon, in writing.

- g

= B (D

=
n
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If the notice is caused by information
collected from a consumer report, we will indicate
this above and the following procedures will apply
to you:* . . .

4. On January 23, 2002, the same Helena resident wrote
Farmers Insurance Exchange asking why her insurance rates had

gone up concerning policy — On February 8, 2002,

Farmers Insurance Croup of Companies wrote back in part: "“In

addition, Farmers Insurance Group of Companies, like a number of
other insurance companies, now uses a risk asseassment model in
this process. This risk assessment model produces an insurance
score that provides a measure of future auto loss probabilities
for an insured or applicant for insurance. This model utilizes a
group of pre-selected characteristics derived from information on
vour credit report.” The specific reasons for the adverse
underwriting decision were not given.

5. On March 6, 2002, the same Helena resident sent another
letter to Farmers Insurance Exchange requesting reasons for che
increase 1n nexr premium. On March 15, Farmers sent back another
letter which reads in part: “As mentioned in our previous
correspondence, Farmers utilizes thils score as part as part of
the process of selecting and clarifying risks. . . . We do show

that your 1nsuxrance bureau score went from a “E” to a “K” thus

e

reducing the discount applied from 24% to 11%. I hope this

ically clarirfy how your

h

addicvicnal information helps to speca

insurance bureau score has afifected your overall premium.” The

First Amended Notice of Proposed Agancy Action
and Ovporcuinitcy for Hearing
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specific reasons for the adverse underwriting decision were not

&. On February 14, 2002, a Helena resident wrote Farmers

Insurance Exchange asking why her insurance rates had gone up

premium had gone up nearly 40%. On February 21, 2002, Farmers
Insurance EXchange wrote back in part: “In addition, the Farmers
Insurance Group of Companies, like a number of other insurance
companies, now uses a risk assessment model in this process.
This risk assessment model produces an insurance score that
provides a measure of future auto loss probabilities for an
insured or applicant for insurance. This model ufilizes a group
of pre-selected characteristics derived from information on your
credit score.” The specific reasons for the adverse underwriting
decision were not given.

7. A Helena resident wrote Farmers Insurance Exchange

asking why his insurance rates had gone up ccncerning policy

D e

_ The He=lena resident never received a latter

from Farmers with the specific reasons for adverse underwriting.

L=
[T

In & letter to Compliance Specialisgs Cherxi Meisar, concerning
rate increase, Farmers fails to mention specifilc reascns for the
adverse underwriting decision.

€. A Great Falls residenr wxote the Montana Department of
Insurance a letter dated Octobexr 16, 2001 complaining zbout the

advzrse underwriting decision by Farmers Insurance Exchanoce

[N )

First Amended Notice of Proposed Agency Action
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concerning his autcmobile rates. He also called Farmers
Insurance Exchange in February of 2002 with this same concern,
asking for the specific reasons for the adverse underxwriting
decision. In a letter dated February 8, 2002, Farmers Insurance
Exchange faliled to give the specific reasons for the adverse
vnderwriting decision.

9. On September 20, 2002, the Great Falls resident wrote
Farmers Insurance Exchange asking for the specific reasons for
the adverse underwriting decision concerning his three Farmers
Insurance Exchange automobile policies and his Fire Insurance
Exchange homeowners policy. In an October 9, 2002 letter,
Farmers stated that there was no rate 1lncrease on July 30, 2002,
but that there had been a rate increase on the Farmers Inzurance
Exchange and Fire Insurance Exchange policies on January 30,
2002.

10. In the October 9, 2002 letter, Farmers gave four
reascns for the adverse underwriting decision by Farmers
Insurance Exchnange in raising the rates:

2. Proportion of revolving balances to revolving credit

limits is favorable:

b. Too many xrecent credit checks;

c. Favorable length of credit history; and

d. No past delinguency cor favcrable length of tims since
last delingquency.

11, In the Octobexr 3, 2002 lestter, Farmers gavs Louxr

rst Amended Notice of Pro
and Opportunity for Hearing Page S
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reasons for the adverse underwriting decision by Fixs
Insurance Exchange in ralsing the rates:
a. Favorable length of credit history;
b. Proportion of revolving balances to revolving
credit limits 1s favcrable;
c. Favorable number Qf finance accounts; and

d. Favorapble number of recent credit checks.

CONCLUSIONS

1. The State Auditor i1s the Commissioner of Insurance

pursuant to section 2-15-1903, Mont. Code Ann.

.

2. The insurance department is under the control and

supervision of the Commissioner pursuant to section 33-1-301,

Mont . Code 2nn.

3. A person may not transact a pusiness of insurance in

Montana or a business relative to a subject resident,
to be performed in Montana without complying with the
provisions of this code pursuantc to section 33-1-102,

Ann

¢l

marnkE AT
HE=P AR

4. The Commissioner shall administer the Departr

located, or
applicable

Mornt . Code

h

)

Insurance to protect insurance cCoOnsSumers pursuant to section 33-

1-311, Mont. Code hnn.

)—2

5. In fai

ing to provide the specifiic reasons for adverse

underwriting decision when an insured has made a written demand,

Farmers Insurance Exchange is in violation of section 22-19-302,
First Amended Nctice oL Proposed Agency Action
and Cpportunicy for Hearing Page 6
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6. The Fair Credit Reporting Act Notification 1is in
violation of 33-139-303, Mont. Code Ann. 1n that it is not clear
that Farmers is sending the Notification because of an adverse
underwriting decision and it does not\advise that 1t will give
specific reasons for the adverse underwriting decision when a
request 1sg received in writing.

7. In failing to disclose speclfic reasons for an adverse
underwriting decision when an insursd has made a written demand,
Farmers Insurance Exchange 1s using a pracrtice that i1s unfair and
that the commissioner has determined that a proceeding would be
in the public interest pursuant to section 33-18-1003, Mont. Code
Ann.

STATEMENT OF RIGHTS

vYou are entitled to a hearing and to respond to this notice
and present evidence and arguments on all issues involved in this
case. You may have a formal hearing before a hearing examiner
appointed by the Commissioner. This i1s provided for by the

Montana Administrative Procedure Act, sgsectlons 2-4-601, MCA, and

n T cemar A I =
PN 4L YyUu Loriaurs o a

[6)Y
(J
}__l

follewing, 1ncluding Section 2-4-
hearing, you will be given notice of the time, place and the
naturs of the hearing. Pursuanti to section 33-1-701, the hearing
gshall be held within 45 days after receipt of the demand by the
commissioner, unless postponed by mutual consent.

You ravs a right to be represented by an actcorney at any and

Anezded Noctice of RPropcsed Agency Action
cEERH Page 7
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11 stages of this proceeding.

If you want to resist the proposed action under the
jurisdiction of the Commissioner, you must so advise him within
fifreen (15) days of the date you receive thié notice. You mayv
so advise him by writing to Kevin Phillips, Insurance Attornsy,
State Auditor’s Office, 840 Helena Ave, Helera, Montana 59601.
While so advising Mr. Phillips,lyou should make clear whether you
demand a hearing, or whether vyou wailve formal prcceedings and, if
so, what informal proceedings you prefer for handling this case.
Pursuant to section 2-4-603(2), Mont. Code Ann., you may not
request to proceed informally if the action could result 1in
suspension, revocation or any other adverse acticn against a
profeassional license.

Shculd you request a hearing, you have the right to be

accompanied, represented, and advised by counsel. If the counsel
you choose has not been admitted to practice law in the state of

Montana, he or she must comply with the raguirements of

Apolication of American Smelting and Refining Co., (1973), 164

Mont. 139, 520 P.2d 3103.

CONTACT WITH INQURANCE COMMIQSESTONER’S QDT OD

If you have questions or wish to discuss this matter, please
contactZ Kevin Phillips, legal counsel for the State Auditcr, 840
Helena 2Ave, Helena, MT, 595601, (406)444-3498 or, within Montana,
d by an attorney, pleass make

resent
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{800)332-6148. IL you are re
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POSSIBILITY CF DBEFAULT

-1

Failure to give notlce or to advise of your demand for a

A

hearing or form of informal procedure within twenty (20) days,

will result in the entry of a default order imposing the

disciplinary sanctions against you and your licensge, all without

any more notice to you, pursuant to §.2.101, Administrative Rules

of Mcontana and the Attorney General’s Model Rule 19, 1.3.214.

DATED this gﬁ day of OGKUMQ{/’/ , 2002.

JOHN MORRISON
State Auditor and

Commissioner of Insurance

% @%

Xevin F. Phillips
Insurance Attorn ey

osed Agency Action
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CERTIFICATE OF SERVICE

I hereby certify that I mailed a true and correct copy of
the foregoing NOTICE OF PROPOSED AGENCY ACTION AND OPPORTUNITY
FOR HEARING (LICENSE DISCIPLINE AND ADMINISTRATIVE FINE) to the
following persons by depositing the same in the U.S. Mail,

,’\ﬁ
certified, return receipt requested, on this S day of

Q(’fw Lv( , 2002.

TO:

Robert Camercn

Gough, Shanahan

P.O. Box 1715

Helena, M7, 59624-1715

" 74~

| Fizs mended Nemize oL Propcesed Agency Action

1rst Ar
nd Opportunity Iz Hearing Page 2
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Kevin Phillips

Staff Attorney de. U il
840 Helena Ave
Helena, MT 59601 Hearing Examiner

(406) 444-2040
SEP 10 2002

Attorney for the State Auditor

BEFORE THE STATE AUDITOR
AND COMMISSIONER OF INSURANCE
HELENA, MONTANA

IN THE MATTER OQOF: CASE NO. 2001-88
THE PROPOSED DISCIPLINARY
TREATMENT OF FARMERS
INSURANCE EXCHANGE,

NOTICE OF PROPOSED AGENCY
ACTION AND OPPORTUNITY FOR
HEARING

Respondent.

e e e e e e e e e e

TO: Maryann Seltzer
Corporate Secretary
Farmers Insurance Exchange
c/o Farmers Insurance Group
4580 Wilshire Blvd
Los Angeles, CA 90010-3807

Robert Cameron

Gough, Shanahran

P.C. Box 1715

Helena, MT. 59624-171%
PLEASE TAKE NOTICE

Statf of the Insurance Division of the office of the State
Auditor and Commicsioner of Insurance of the state of Montana

(Commissioner), pursuant to the authority of the Insurance Code

of Montana, Section 33-1-101, et sea., Montana Code Annctated

Notice of Proposed Agency Action and Opportunity for Page
Hzaring
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(20012) (MCA), is proposing to the Commissioner that he take
disciplinary action against the entities named above for
violations of the Montana Code. The Commissioner has authority
to take such action under the provisions cf Sections 33-1-317 and
33-2-215, MCZ.

Service of process 1s pursuant to section 33-1-314, MCA.

REASONS FOR ACTION

There is reason to believe that the following facts, if
true, justify and support such disciplinary treatment.

ALLEGATIONS

1. On January 28, 2002, a Helena resident wrote Farmers
Insurance Exchange asking why her insurance rate had gone up on
policy (N, 1~ : February 7, 2002, letter to the Helena
resident, Doug Ashbridge, of Farmers Insurance Exchange, wrote
that “Upon review of your policy, it was discovered that the
increase in your policies was a result of your insurance bureau
score.” The specific reasons for the adverse underwriting

decision were not given.

=

2. On February 12, 2002, a Deer Lodge resident wrote to

FParmers Insurance Exchange asking why her insurance rates had
gone up on policies“ Farmers
Insurance Exchange wréte a letter to Cheri Meier, Compliance
Specialist for the State Auditor explaining in part that: “Our
research shows that (the Deer Lodge resident’s) premium is

correct and due to a change in her insurance bureau score.” The

Notice of Proposed Agency Actaion and Opporxtunity for Page 2
Hearing
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speciiic reasons for the adverse underwriting decision were not
givern.

3. On January 4, 2002, a Helena resident received her
premium notice and an insert entitled “Fair Credit Reporting Act
Notification” (Notification). The notice read in part:

Upon receipt of your written reguest, which must

be made within 920 days frcom the date ¢f mailing cof

the enclosed notice, we will specify the reason or
reasons for this notice and the items of
information that support our action, in writing.

If the notice 1s caused by information
collected from a consumer report, we will indicate
this above and the following procedures will apply
to you:*

4. On January 23, 2002, the same Helena resident wrote
Farmers Insurance Exchange asking why her insurance rates had
gone up concerning policy_ On February 8, 2002,
Farmers Insurance Group of Companies wrote back in part: “In
addition, Farmers Insurance Group of Companies, like a number of
other insurance companies, now uses a risk assessment model in
this process. This risk assessment model produces an insurance
score that provides a measure of future auto loss probabilities
for an insured or applicant for insurance. This model utilizes a
group of pre-selected characteristics derived from information on
your credit report.” The specific reasons for the adverse
underwriting decision were not given.

5. On March 6, 2002, the same Helena resident sent another

letter to Farmers Insurance Exchange requesting reasons for the

increase in her premium. On March 15, Farmers sent back another

Notice of Proposed Agency Action and Opportunity for Page 3
Hearing
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letter which reads in part: “As mentioned in our previous
correspondence, Farmers utializes this score as part as part cof
the process of selecting and clarifying risks. . . . We do show
that your insurance bureau score went from a “H” to a “K” thus
reducing the discount applied from 24% to 11%. I hope this
additional information helps to specifically clarify how your
insurance bureau score has affected your overall premium.” The
specific reasons for the adverse underwriting decision were not
given.

6. On February 14, 2002, a Helena resident wrote Farmers
Insurance Exchange asking why her insurance rates had gone up
concerning policy #70 12943-18-59. Specifically, her automobile
premium had gone up nearly 40%=> On February 21, 2002, Farmers
Insurance Exchange wrote back in part: “In addition, the Farmers
Insurance Group of Companies, like a number of cther insurance
companles, now uses a risk assessment model in this process.
This risk assessment model produces an insurance score that
provides a measure of future auto loss propapilities for an
insured or applicant for insurance. This model utilizes a group
of pre-selected characteristics derived from information on your
credit score.” The specific reasons for the adverse underwriting
decision were not given.

7. A Helena resident wrote Farmers Insurance Exchange

asking why his insurance rates had gone up concerning policy

 CGEENNNE, - Hclena resident never received a letter

Notice of Proposed Agency Action and Opportunity for Page
Hearing
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from Farmers with the specific reasons for adverse underwriting.
In 3 letter to Compliance Specialist Cheri Meiexr, concerning the
rate increase, Farmers fails to mention specific reasons for the

adverse underwriting decision.

1. The State Auditor is the Commissioner of Insurance
pursuant to section 2-15-1%03, Mont. Code Ann.
2. The insurance department is under the control and

supervision of the Commissioner pursuant to section 33-1-301,

| Mont. Code Ann.

3. A person may not transact a business of insurance in
Montana or a business relative to a subject resident, located, oxr

to be performed in Montana without complying with the applicable

| provisions of this code pursuant to section 33-1-102, Mont. Code

Ann.

4. The Commissioner shall administer the Department of
Insurance to protect insurance consumers pursuant to section 33-
1-311, Mont. Code Ann.

5. In failing to provide the specific reasons for adverse
underwriting decision when an insured has made a written demand,
Farmers Insurance Exchange is in violation of section 33-15-303,

Mont . Code Ann.

6. The Fair Credit Reporting Act Notification is in
violation of 33-19-303, Mont. Code Ann. in that 1t 1s not clear
Notice of Proposed Agency Action and Opportunity for Page 5

| Hearing
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that Farmers 1s sending the Notification because of an adverse
underwriting dec2sion and it does not advise that it will give
specitfic reasons for the adverse underwriting decision when a

reguest is received in writing.

7. In failing to disclose specific reasons for an adverse
underwriting decision when an insured has made a written demand,
Farmers Insurance Exchange i1s using a practice that 1s unfair and
that the commissioner has determined that a proceeding would he

in the public interest pursuant to section 33-18-1003, Mont. Code

Ann.

STATEMENT OF RIGHTS

You are entitled to a hearing and to respond to this notice
and present evidence and arguments on all issues involved in this
case. You may have a formal hearing before a hearing examiner
appointed by the Commissioner. This is provided for by the
Montana Administrative Procedure Act, sections 2-4-601, MCA, and
following, 1including Section 2-4-631, MCA. If you demand a
hearing, you will be given notice of the time, place and the
nature of the hearing. Pursuant to section 33-1-701, the hearing
shall be held within 45 days after receipt of the demand by the
commlssioner, unless postponed by mutual consent.

You have a right to be represented by an attorney at any and
all stages of this proceeding.

If you want to resist the proposed action under the

jurisdiction of the Commissioner, you must so advise him wichin

Notaice of Proposed Agency Action and Opportunity for Page 6
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fifteen (15) days of the date you receive this notice. You may
so advise him by writing to Kevin Phillips, Insurance Attorney,
State Auditor’s Office, 840 Helena Ave, Helena, Montana 3%601.
While so advising Mr. Phillips, you should make clear whether you
demand & hearing, or whether you waive formal proceedings and, if
so, what informal proceedings you prefer for handling this case.

Pursuant to section 2-4-603(2), Mont. Codée Ann., you may not

| request to proceed informally if the action could result in

suspension, revocation or any other adverse action against a
professional license.

Should you reguest a2 hearing, you have the right to be
accompanied, represented, and advised by counsel. If the counsel
you choose has not been admitted to practice law in the state of
Montana, he or she must comply with the requirements of

Appliication of American Smelting and Refining Co., (1873), 164

Mont . 139, 520 P.2d 103.

CONTACT WITH INSURANCE COMMISSIONER’'S OFFICE

I1f you have questions or wish to discuss this matter, please
contact Kevin Phillips, legal counsel for the State Auditor, 840
Helena Ave, Helena, MT, 53601, (406)444-34%6 or, within Montana,
{800)332-6148. If you are represented by an attorney, please make
any contacts with this office through your attorney.

POSSIBILITY QOF DEFAULT

Failure to give notice or to advise of your demand for a

hearing or form of informal procedure within twenty (20) days,

Notice of Proposed Agency Action and Opportunity for Page 7
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will resvlt in the entry of a default order imposing the
discaplinary sanctions agazinst you and your license, all without
any more notice to you, pursuant to 6.2.101, Administrative Rules

of Montana and the Attorney General’'s Model Rule 10, 1.3.214.

DATED this _(, day of )%ﬁuuwd , 2002,

JOHN MORRISON

At =ta Dramd A :\r\rq

P e A A G I WD

Comm185109er of Insurance

/| =y
= rd /é
By: ’//%1£’¥’ {
Kevin F. Ph_lflps
Insurance Attorney

Notice of Proposed Agency Actiocn and Opportunity for Page 8
Hearing
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CERTIFICATE OF SERVICE

L}
1)

I hereby certify that I mailed a true and correct copy of

the foregoing NOTICE OF PROPOSED AGENCY ACTION AND OPPORTUNITY

FOR HEARING (LICENSE DISCIPLINE AND ADMINISTRATIVE FINE) to the

following persons by depositing the same in the U.5. Mail,

certified, return receipt requested, on this //C) day of

sdeflimdren ] 2002,

TO:

Maryann Seltzer

Corporate Secretary

Farmers Insurance Exchange

c/o Farmers Insurance Group
4680 Wilshire Blwvd

Los Angeles, CA 90010-3807

Robert Cameron

Gough, Shanahan

P.O. Box 1715

Helena, MT. 5%624-1715

fp Giodo 1D ek

State Auditor'sgoffice

Notice of Proposed Agency Action and Opportunity for
Hearing

Page 9




Roberta Cross Guns

Don Harris

Special Assistant Attomeys General
840 Helena Ave

Helena, MT. 59601

(406) 444-2040

BEFORE THE STATE AUDITOR
AND COMMISSIONER OF INSURANCE
HELENA, MONTANA

IN THE MATTER OF: ) CASE NO. 2001-89
)
THE PROPOSED DISCIPLINARY ) REPLY TO RESPONDENT’S
TREATMENT OF FARMERS ) OPPOSITION TO MOTION FOR FINAL
INSURANCE EXCHANGE, ) AGENCY DECISION
)
Respondent. )

COMES NOW, the Montana Department of Insurance (“Department”), by and through
its legal counsel, Roberta Cross Guns and Don Hams, respectfully responding to Respondent’s
opposition to the Department’s motion to accept the Hearing Examiner’s Proposed Order

Regarding Motion for Summary Judgment issued in this matter.

INTRODUCTION

Respondent’s opposition is without merit for the following reasons:

1. The Department has never agreed to an unending negotiation period for
settlement of this case.

2. The Department, 1n recognition of former counsel Kevin Phillips’ stipulation,
wrote a letter to Respondent’s counsel indicating the law does not provide for reconsideration.
Further, the Department’s letter outlined the process provided for pursuant to the Montana
Admunistrative Procedures Act (Title 2, Chapter 4, Part 6, MCA) for contested cases where a

proposed order is issued.

Reply to Respondent’s Opposition to
Motion for Final Agency Decision - 1



3. Respondent erroneously asserts that summary judgment procedures are not part of
the hearing process to which it is entitled.

4. Respondent further misstates the facts supporting the proposed order in an atternpt
to discredit the hearing examiner’s findings and conclusions.

5. Finally, Respondent misleads this tribunal by ignoring the clear intent of the
Insurance Code found at §§33-18-231 through 235, MCA. Importantly, Respondent’s own
lobbyist testified before the Montana legislature arguing against adding insurance lines other
than medical to this series of statutes.

LAW AND ARGUMENT

1. Settlement negotiations are governed by agreement between the parties.

There 1s no statutory provision governing the length of time allowed for settlement
negotiations.  There is no case law governing the length of time allowed for settlement
negotiations. There are only agreements between parties, either oral or written, that govern the
length of time allowed for settlement negotiations. In this case, the relevant agreement 1s found
in a Jetter dated October 29, 2003 from Respondent’s legal counsel to the Department’s Jegal
counsel, Keviﬁ Phillips. Exhubit A to Respondent’s Motion and Brief in Opposition. In that
letter, Respondent clearly “acknowledges that the State Auditor’s Office may revoke the open
extension upon reasonable notice”, /d.

The Department’s legal counsel, Roberta Cross Guns, sent a letter to Respondent’s legal
counsel on or about February 18, 2004; a full 2 4 months after formal mediation occurred
between the parties. ‘Exhibit A to Department’s  Motion for Final Agency Decision. In that
letter, the Department took note of Respondent’s letter from October of 2003, indicating two

mimportant points to Respondent.  First, the Department indicated that a motion for

Reply to Respondent’s Opposition to
Motion for Final Agency Decision - 2



reconsideration was inappropriate, citing the relevant law for the correct procedure 1n addressing
a proposed order for summary judgment. Secondly, the Department indicated a *‘reasonable
notice” to Respondent was fifteen (15) days. The Department did not receive any further
correspondence regarding this matter, either oral or written until early March when Respondent’s
legal counsel called and requested a two (2) or three (3) week extension to file exceptions and
objections to the proposed order. The Department declined to agree to such a lengthy extension,
but did agree to an extension of several days. Finally, the Department filed its motion for the
issuance of a final agency decision a month after sending its letter to Respondent and receiving
no response.

The facts set forth above are telling. Respondent was given reasonable notice of the
termination of the open-ended extension for filing a motion for reconsideration of the proposed
order now in question. Furthermore, Respondent was given more than reasonable notice that a
motion for reconsideration was not proper and the Department cited the relevant and appropriate
procedure for Respondent. Respondent’s cry of “foul” is without merit on this point and should
be deemed as such with the issuance of a final agency decision adopting the proposed order for
summary judgment in the Department’s favor.

2. Summary judgment is a procedure by which a party’s case may be beard, in
compliance with the constitutional and statutory due process rights.

When summary judgment is granted, the losing party cannot then claim that it was
deprived of its due process right to a hearing. This issue was before the Supreme Court of
Montana in /n re Peila (1991), 249 Mont. 272, 815 P.2d 139. In that case, the Court observed:

Procedural due process requires that parties be given reasonable notice and a

reasonable opportunity to be heard; these process requirements are reflected in

MAPA in §§ 2-4-601, and 2-4-612(1), MCA. Section 2-4-612(1), MCA, provides

that “/o/pportunity shall be afforded all parties to respond and present evidence
and argument on all issues involved. However, due process does not require

Reply to Respondent’s Opposition to
Motion for Final Agency Deciston - 3



development of facts through an evidentiary hearing when there are no material
factual 1ssues in dispute.”

Peila, 249 Mont. at 280-81, 815 P.2d at 144. In the instant case, when given the opportunity to
contest the Department’s allegations, Respondent failed to demonstrate a material factual issue in
dispute. Thus, it was Respondent’s own failure to rebut the Department’s evidence that made a
further hearing unnecessary. As indicated by the Supreme Court in Peila, Respondent’s rights
were adequately protected by the process used in resolving this case.

Constitutional procedural due process concems and the Montana Administrative
Procedures Act require that a party be given the opportunity for a hearing and the opportunity to
respond and present evidence and argument on all issues involved. It is up to the parties to take
advantage of the opportunities afforded them. Thus, summary judgment 1s one aspect of the
opportunity to be heard.

Respondent availed itself of the opportunity to submit a brief in opposition to the
Department's motion for summary judgment. The Department, believing that it was entitled to
judgment as a matter of law as there were no genuine issues of material fact in dispute, moved
for summary judgment pursuant to Rule 56 of the Montana Rules of Civil Procedure. The
Department’s motjon was supported by the affidavits of Kim Hewitt and Pam Weitz. Their
swom statements were 1n tumn supported by documentary evidence acquired by the Department
through its investigation and through the discovery process provided for under § 2-4-602, Mont.
Code Ann. (2003), as well as Montana’s Rules for Civil Procedure.

In response to the Department’s motion, Respondent had the burden to show “by more
than mere demal and speculation, that a genuine issue d[id] exist.” Elk v. Healthy Mothers,
Healthy Babies, Inc., 2003 MT 167, { 11, 316 Mont. 320, 323, 73 P.3a 795, 797. Respondent

failed to satisfy this burden. Hearing Examiuver’s Proposed Order Regarding Motion for

Reply to Respondent’s Opposition to
Motion for Final Agency Decigion - 4



Summary Judgment 5 (Aug. 20, 2003) (hereafter “Proposed Order”). Additionally, Rule 56(¢),
Mont. R. Civ. P, provides that

[w]hen a motion for summary judgment 1s made and supported . . . , an adverse

party may not rest upon the mere allegations or denials of the adverse party’s

pleading, but the adverse party’s response , by affidavits . . ., must set forth

specific facts showing that there is a genuine issue for trial. If the adverse party

does not so respond, summary judgment, if appropriate, shall be entered against

the adverse party.

In support of its brief, Respondent submitted an unexecuted and unsworn statement by
Gary Dempsey, the Branch Claims Manager of Farmers' Billings office. In spite of the
procedural defects related to Respondent’s submission of the Dempsey affidavit, the Hearing
Examiner allowed it to be admitted and considered as a ‘“‘statement.” Proposed Order S.
Nonetheless, Dempsey’s statement on behalf of Respondent contained “conclusory” assertions
which were “‘unsubstantiated by any specific or demonstrative factual underpinnings
whatsoever.” /d. As a result of Respondent’s failure to set forth specific facts showing there was
a genumne issue for tnal, the evidence put forth by the Department was “demonstrably
unrefuted,” and there was “nothing ‘matenal’ on which reasonable minds could differ.” /d. at 6.
With no evidence to rebut the Department’s evidence of undue delay in handling the claims at
issue in the instant case, the Hearing Examiner determined the Department was entitled to
judgment as a matter of law. /d. at 6-7.

The Department maintains that Respondent was afforded the promised opportunities as
part of the formal contested case resolution process provided for under Montana Code Annotated
§ 2-4-601, et seq., but lost on the merits as reflected in the Proposed Order. Given every
opportunity to demonstrate the existence of a genuine issue of material fact and avoid summary

judgment, Respondent failed, obviating the necessity of a further evidentiary hearing on the

merits of the case.

Reply to Respondent’s Opposition to
Motion for Final Agency Decision - §



3. The Proposed Order is Not Contrary to Settled Principles of Summary
Judgment.

As noted above, summary judgment requires a showing that “there is no genuine issue as
to any material fact and that the moving party 1s entitled to judg;nent as a matter of law.” Mont.
R. Civ. P. 56(c). Where a motion has been properly supported, the opponent’s mere allegations
and denials wil) not suffice to create a gepuine issue where none exists. The opponent’s response
“must set forth specific facts showing that there is a genuine issue for trial.” Willson v. Taylor
(1981), 194 Mont. 123, 129, 634 P.2d 1180, 1184. “The opposing party’s facts must be material
and of a substantial nature, not fanciful, frivolous, gauzy, nor merely suspicious.” Willson, 194
Mont. at 130, 634 P.2d at 1180. In the instant case, summary judgment was appropriate because
the Department made an affirmative showing, by affidavit and otherwise, that Respondent did
not promptly settle the claims at issue, and Respondent failed to set forth specific facts
contravening the Department’s evidence.

Through the Affidavits of Kim Hewitt and Pam Weitz and the documents supporting
them, the Department has demonstrated that it takes approximately twice as long for Respondent
to settle claims where Joss of use is not an issue as it does for the company to settle claims where
loss of use was an issue from the beginning. See Affidavit of Kim Hewitt 4 10-11; Proposed
Order 7. In response to this fact, Respondent submitted a defective affidavit containing
“conclusory” assertions by Billings Branch Office Claims Manager Gary Dempsey which were
“unsubstantiated by any specific or demonstrative factual underpinnings whatsoever.” Proposed
Order 5. As a result of Respondent’s failure to set forth specific facts showing that there was a
genuine 1ssue for trial, the evidence put forth by the Department was “demonstrably unrefuted,”

and there was “‘nothing ‘material’ on which reasonable minds could differ.”” Jd. at 6

Reply to Respondent’s Opposition to
Motion for Final Agency Decision - 6



With no genuine issue of material fact, the Hearing Examiner had only to determine
whether the Department was entitled to judgment as a matter of law on the basis of the facts in
evidence. On the basis of the “statistical pattern” of the evidence, id., the Hearing Examiner
concluded that Respondent’s handling of the claims at issue “certainly [was] not ‘prompt’ as
required by statute.” /d. Therefore, the Department was entitled to and was properly granted
judgment as a matter of law in the Hearing Examiner’s Proposed Order.

4, The appropriate sanction in this case is $25,000 per violation, as set forth in
Section 33-1-317, MCA.

Respondent eloquently and correctly argues that the specific statute governs the general
statute. In this case the specific statute for which Respondent argues is §33-18-233 (2), MCA. If
this were a case involving the payment of medical benefits, Respondent would be correct.
Specifically, §33-18-231, MCA, in its title line indicates this 1s the process for “timely payment
of medical benefits”. Emphasis added. The very first sentence of §33-18-231, MCA, indicates
it applies to 33-18-231 through 33-18-235. This definitional statute further indicates the term
“insurer” for these specific statutory provisions “means any insurer as that term is defined by this
title [Title 33] . . . that sells or offers for sale insurance policies, subscriber contracts, certificates,
or agreements by which the offerer promises to pay medical benefits . . .”. Emphasis added.

The case here 1s about paying benefits for property or casualty claims, not medical
benefits. Interestingly, when the legislature attempted to add property and casualty insurance to
the definition found in §33-18-231, MCA, the insurance industry lobbyists, including Dwight
Easton from Respondent company, blocked that language. Exhibit 1.

Clearly, Respondents argument is correct in how the law should be construed and
applied. In this case, the law is equally clear that §33-18-233 (2), MCA does not apply. The fine

imposed by the hearing examiner was certainly within the boundaries set by the appropriate

Reply to Respondent’s Opposition to
Motion for Final Agency Decision - 7



statute: §33-1-317, MCA. Respondents argument that any other penalty statute applies to either
the facts or law of this case is erroneous, flawed and without merit.

CONCLUSION

Respondent’s opposition to the Department’s motion for final agency decision is
completely without merit. The Dlepanment appropriately revoked the open-ended extension for
raising objections to the proposed order for summary judgment pursuant to Respondent’s letter
of October 2003. The appropriate procedure for objecting to a proposed order was identified for
Respondent, and ignored. The hearing examiner corectly applied the summary judgment law to
this case, granting summary judgment in the Department’s favor. The hearing examiner
correctly applied the applicable penalty statute to this case, granting the Department’s requested
fine of $25,000 per violation.

The Department’s motion should be granted by 1ssuance of a final agency decision
adopting the hearing examiner’s proposed order.

Respectfully submitted this l\ % day of May 2004.

nH
Special Assistant Attorney General
Attomney for the Commissioner

Reply to Respondent’s Opposition to
Motion for Final Agency Decision - 8



CERTIFICATE OF SERVICE

I hereby certify that I mailed a true and correct copy of the foregoing to the following

persons by depositing the same in the U.S. Mail, on this [/ day of May 2004.

TO:

Robert Cameron

Gough, Shanahan, Johnson & Waterman
33 South Last Chance Gulch

P.O.Box 1715

Helena, MT 59624

Michael J. Reiley
Hearings Examiner
PO Box 1211
Helena, MT 59624

John Morrison

State Auditor & Commussioner of Insurance
840 Helena Ave.

Helena, MT 59601

(—DQA/A'/ Soudtn.

State Auditor’s Office
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IN THE MATTER OF:

)
)
THE PROPOSED DISCIPLINARY )
TREATMENT OF FARMERS INSURANCE )
)
)
)

EXCHANGE,

STATE OF MONTANA )

County of Lewis and Clark )

BEFORE THE STATE AUDITOR
AND COMMISSIONER OF INSURANCE
HELENA, MONTANA

CASE NO.2001-88

A FFIDAVIT

Respondent .

8.

Rosann Grandy, Policyholder Services, being duly sworn says:

1.

I followed a bill to amend §33-18-231, MCA, during the
last legislative session (2003). This was performed
as part of my regular duties for the State Auditor’s
Cffice (8R0O) ;

I attended hearings and informed the appropriate
members of the SAO regarding the progress of the bill
to amend §33-18-231;

The SBO had proposed adding language to the
definitions of this part of the Insurance Code that
would include property and casualty insurance
business;

The proposed language to include these two insurance
business lines failed to pass due to the lobbying

efforts by the insurance industry;

EXHIBIT

/

tabbles




Dwight Easton was present at the hearings on this bill

during the 2003 session.

Rosann Grandy
ices
Insurance Department

SUBSCRIBED AND SWORN to before me this éﬁ day of

YN 4., , 2004, ’
r[ 711 —
Oz’q H Vi 7L/T
-//{L/ L 147{_// AIA
Notary Public for the State of Montana
(Notarial Seal) Residing at Helena, Montana

My commission expires 4 ’[4}AzA
LY -
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BEFORE THE MONTANA STATE AUDITOR
AND COMMISSIONER OF INSURANCE

IN THE MATTER OF:

THE PROPOSED DISCIPLINARY

TREATMENT OF FARMERS GROUP

INC.

Respondent.

HELENA, MONTANA

Case Nos. 2001-68, 2001-89
2001-88, 2002-37, 2003-42

Consent Agreement

S e S’ N N’ N S’

WHEREAS, the Montana Insurance Commissioner (Comrmissioner), pursuant to the

authority of the Insurance Code of Montana, §§33-1-101, et seq., MCA (2001), has determined

that there 1s reason to believe that the allegations set forth in the various Notices of Proposed

Agency Actions in the above-captioned matters (Agency Actions), if true, justify and support

disciphnary treatment;

WHEREAS, Farmers Insurance Exchange, Fire Insurance Exchange. Truck Insurance

Exchange, Farmers Insurance Company, and Mid-Century Insurance Company (Farmers) has

denied that disciplinary treatment is justified with respect any of the Agency Actions;

WHEREAS, after exhaustive investigation and numerous settlement conferences, the

Commissioner and Farmers, in the interest of fully resolving these Agency Actions, enter into the

following:



14

15

16

17

18

19

20

I. GENERAL AGREEMENT

The parties hereby jointly and mutually consent and agree as follows:

A. Farmers hereby acknowledges its responsibility and obligation to comply
with the Insurance Code of Montana. In the event of future investigations or other agency
actions not related to those which are the subject of this Agreement, this acknowledgment will
not be used as a separate or additional basis for any action.

B. Farmers waives its right to any hearings on the Agency Actions.

C. Farmers understands that the Consent Agreement is part of the
Commussioner’s files, and 1s, therefore, a public record.

D. The Consent Agreement constitutes the entire agreement between the
parties, there being no other promises or agreements, either express or implied.

E. The Consent Agreement reflects the parties’ interests in resolving disputed
claims.

F. If any provision of the Consent Agreement is determined by a court of
competent junisdiction to be void, illegal, or otherwise unenforceable, Farmers subsequent non-
compliance with that provision will not constitute breach of the Consent Agreement.

G. Pursuant to statutory authornty, the Commuissioner hereby agrees that the
Commissioner will not initiate any civil or administrative action against Farmers regarding the
allegations contained in the Agency Actions. The Commissioner further agrees that the
Commissioner will not initiate any civil or administrative action against Farmers regarding the
subject matter or results of the target market conduct examination regarding credit, covering the
period from September 1, 2001 through September 1, 2002. The Commissioner will not refer the
allegations or evidence underlying the allegations for ciminal prosecution to any other agency.
Farmers fully and forever releases and discharges the Office of the State Auditor, the elected
State Auditor and all State Auditor employees from any and all actions, claims, causes of action.

Consent Agreemen! — 2



10

1t

13
14
15
16
17
18
19
20
21
2
23
24

25

demands or expenses for damages or injuries that may arise from the allegations underlying this
Agreement, whether asserted or unasserted, known or unknown, foreseen or unforeseen, arising
out of the Agency Actions.

H. Any press rellease, publication, or other public dissemination of any term
or condition in the Consent Agreement, other than as required by Montana law, shall be by press
releése Jjointly issued by the parties or as otherwise agreed by the parties in writing.

L The Commussioner agrees to dismissal with prejudice of the Agency
Actions.

J. The commissioner, pursuant to authority of the Insurance Code of
Montana and the applicable statutes found in the Montana Administrative Procedures Act, agrees
that if the terms and conditions of the Consent Agreement are fully met, the Commaissioner will
not initiate any civil, administrative or other judicial proceeding against Farmers regarding the
allegations contained in the Agency Actions. In éonsideraﬁon for the Commissioner’s dismissals
of the Agency Actions, Farmers fully and forever releases and discharges the Office of the State
Auditor’s employees from any and all actions, claims, causes of actions, demands, or expenses
for damages or injuries, arising from the Agency Actions.

K. Farmers will pay an administrative fine of $75,000 to the State of

Montana.

I1I. AGREEMENT TO SPECIFIC MATTERS

A CREDIT SCORING. Farmers agrees to timplement and/or continue with the

provisions pertaining to credit scoring as set forth below:

1. Farmers will not use collection accounts with a medical industry code if so

identified on the consumer’s credit report in determination of a credit score.

2. Farmers will not use any of the following to determine a credit score:

a. ncome

Consent Agreement — 3
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b. _Gender

c. Address

d. Zip code

€. Ethnic group
f. Religion

Martial status

aq

h. Nationality
3. Farmers will not cancel or non-renew as a result of a credit score
deterioration.
4. Farmers will not take adverse action in rating or underwriting against
persons on the basis of a lack of credit information.

5. Farmers will not use a pricing model that relies solely on credit, and that

does not consider other factors.
6. Farmers will not use the following negative factors in any insurance

scoring methodology or in reviewing credit information for the purpose of underwriting or rating

a policy of personal insurance:

1). Multiple credit inquiries 1n a 30-day period will be considered as
one, having no impact on a credit score for credit shopping, 1f such inquiries are coded by the
consumser reporting agency on the consumer’s credit report as being either from (a) the home

mortgage industry, or (b) the automobile lending industry.

7. Farmers will continue to provide up to four reason codes on request and, in
addition, Farmers will continue to automatically provide reason codes when a FCRA adverse

action notice is generated and sent.

8. Farmers will only use credit scores less than 90 days old for new business,

new househald.

Consent Agreement — 4
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9. Farmers will only use credit scores less than 36 months old for renewals,
unless the insured is already placed in the best tier; and Farmers may use a credit score older than
36 months only if it would benefit the insured. Farmers will only apply a new credit score 1f it
has improved for new business with an existing household or for renewals.

10. During a business transaction with an existing insured or a renewal
transaction, any change in credit score will not adversely affect premiums associated with the
existing policy or policies, subject to the provisions of § 33-15-1108, MCA. This paragraph is
not intended by the parties to modify the obligations of § 33-13-1108, MCA.

1. Nothing in the Consent Agreement will be construed as a restrction or
limitation on any future efforts of the Commissioner to address the credit sconng issue through
research, market exam, legislation ot rule-making consistent with state and federal laws.

B. HOMEOWNERS PLUS. Farmers agrees to pay the M.T.’s claim in full, in the
amount of $§835.00. No release will be required from M.T. for the payment of this claim.

C. IDENTITY THEFT. Farmers agrees that any customer who discovers that they
have experienced identity theft will be entitled to recalculation of the customer’s credit score at
no cost to the customer. If the recalculation results in a higher credit score than the customer
enjoyed prior to the identity theft, the customer will be entitled to an adjustment of the premium
rate, retroactive to the use of any adverse action resulting from the theft. If the recalculation
results in no change to the customer’s credit score, no adjustment to the premium rate will be

made. The parties acknowledge that Farmers is not responsible for correcting a customer’s credit

report.
/1

/11
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Stipulated and consented to on (hi&?zé “day of j i e 2005.
- — X
FARMERS INSURANCE COMPANY, INC.

Farmers Group Inc, d.b.a. Farmers Underwriters Assoc.

AttornE?:E?;fjfj:§§§§§%§§§€;%%;urance Company, Inc.
/ .
\

By: 1dcwaciet b Kb

Title: Au®

[
Subscnibed and sworn to before me this A “day of Jma’:{:} 2005.

HAZEL BAUTISTA \XJ

Commission # 1532241 Notary Public t6r the State of _(auw'forma
Nolary Public - Califoric 2 (Pring) HA2EL BRAuTIcTA

>

Los Angeles Counly [ Residingat Signa| Wil | CA A015<

My Comnm. Expies Dec 5. 2008 My commission expires  pec- s, 2008

A
Dated this Qg "~ day Offzm?r 2005.
JOHN MORRISON, STATE AUDITOR

[t Covsr Lo

By:  Roberta Cross Guns
Title: Special Assistant Attorney General

T~
Subscribed and sworn to before me this 2% day of Sanaag - < 2005,
O_

(SEAL)

v}/)/Ja»/l Z@»W—'v

Notarg Public for the Stite of Montana

(Pean) /Ma ¢ M5 prS s

Residing a¥ A/ fr

My commission expires ///re /2006 b
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NOTICE OF REGULATORY ACTIVITY (RIRS)

For submission of regulatory actions reported to the NAIC.

ENTITY INFORMATION

Entity name, address and a numberic identifier (CoCode, AA/FEIN, SSN, Entity Number or National Producer Number) are reguired.

Entity Name: FIRE INSURANCE EXCHANGE stae>: 1015700
(for Individual Name key in Last Name, First Name, Middle Name and Suffix if available)
NAIC Entity No: 21660 NAIC CoCode: 69 AA/FEIN: 95 - 6235715
F | Entity Function D S
Entity Type Code: R [X] N Code: UDI-U.S. 0 s - -
(select one) M D {hsted on back) B N
Ader: P O, BOX 2478 468 paar: Agdr
City:  LOS ANGELES State:  CA Zip: 90051 - Phone:  ( 323 ) 932 - 3200

ACTION INFORMATION
ORIGIN OF ACTION

Check at least one item in the section below - maximum 4
(1020) Insurer Report D (1045) Combined Exam

(1005) Complaint Investigation

(1050) Bankruptcy Notices

(1007) Field Investigation (1023) Statistical Filing

(1055) Third Party Information

{1008) Public Inquiry (1025) Legal

(1060) Licensing Adminlistration

(1010) Routine Dept. Action (1030) Market Conduct Exam

(1015) Other States Action (1063) Background Check

(1018) Information/Referral from
Another state Agency

(1035) Financlal Exam
(1065) Other (enter up to 50 char)

D OUOOXK
Oogodog
L oodo

(1040) Workers Comp Exam

* if checked you must enter description.

REASON FOR ACTION

Check at least one item In the section below — maximu
(2040) Failure to Timely File

3
Ny
S

(2075) Failure to report other state
action

(2080) Dissolution

(2005) Underwriting

(2010) Marketing & Sales

(2012) Life Insurance Replacement
Violation

(2014) Misrepresentation of
Insurance Product/Policy

(2015) Claim Handling
(2020) Policyholder Service

(2025) Advertising

{2026) Premlum Finance Act
Violation

(2027) Surplus Lines Violation

(2042) Failure to Pay Child Support

(2045) Rebating (2085) Failure to pay tax

(2050) Rate Vlolation (2090) Failure to pay fine

(2095) Failure to pay assessment
(2097) Bail Bond Forfeiture Judgement

(2100) No Certificate of Authority

(2053) Use of Unapproved Forms

(2055) No License

{2056) Demonstrated Lack of Fitness or
Trustworthiness

(2058) Misstatement on Application
(2059) Fallure to Make Required
Disclosure on application

(2060) Not Appointed

(2101) Certification Vlolation

(2102) Unauthorized Insurance
Buslness

(2103) Fiduciary Violatlon

(2104) Failure to Remit Premlums to
insurer

(2105) Misappropriation of Premium

(2028) TPA Violation

(2029) Unfair Insurance Practices
Act Violation

(2030) Failure to meet Continuing
Education Requirements

(2032) Continuing Education
Requirements Met

(2035) Fallure to Respond

(2036) Late or Incomplete
Response

(2037) Fallure to Notify Department
of Address Change

(2061) Selling for Unlicensed Insurer

(2062) Allowed Business from Agent Not
Appointed/Licensed

(2063) Employed Unlicensed Individuals

(2064) Pald Commissions to
Unappointed Agents

(2065) Notlce of Financial Impairment
from another state

(2106) Forgery
(2107) Criminal Record/History

{2108) Criminal Proceedings

OD000o0udoudaoosd

(2070) Financial Impairment (2110) Reconsideration

(2115) Other (enler up to 50 char)
IMPROPER USE OF

(2038) Fallure to Comply with
CREDIT SCORING

Previous Order

X

(2072) Cure of Flnancial Impairment

O O OUbboDoodouoxodoo
O dbobdooubobdgoddodd

(2039) Fallura to Maintain Books & D . * if chacked you must enter dascription.
Records (2074) Other States Action

Copyright © 2002-2003 by National Association of Insurance Commissioners.
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Continue form on reverse side

(3001) License, Denled
(3003) License, Suspended

(3004) License, Cancelled
(3006) License, Revoked

(3009) License, Probation

{3010) Llcense, Conditional

(3011) License, Supervision

{3012) License, Relnstatement

(3013) Llcense, Granted

(3014) License, Surtendered

(3015) License, Voluntarlly
Surrendered
(3016) License, Other (50 Char)

DISPOSITION

Check at least one item in the section below — maximum 4

{3021) Certlficate of Authority,
Denied

(3023) Certificate of Authority,
Suspended

(3025) Certlficate of Authority,
Suspension Extended

{3026) Certificate of Authority,
Revoked

U U000 0oihod ooooan

Time or Length of Order:

XOO O OOXOOd oOogddd

(if DAYS, enter number of days)
* Length of time required for Suspensions,

(3028) Certificate of Authority, Expired

(3029) Certiflcate of Authorlty,
Probation

(3031) Certliflcate of Authority,
Reinstated

(3034) Certlificate of Authority,
Surrendered

(3036) Certificate of Authority, Other
{enler up to 50 char)

(3042) Cease and Deslst from
Violations

(3043) Cease and Desist from all
Insurance Activity

(3045) Consent Order
(3046) Stipulated Agreement/Order

(3047) Previous Order Vacated

{3048) Ordered to provide requested
informatlon

(3050) Temporary Restraining Order
(3055) Reprimand

(3060) Hearing Walver

Complete as needed

Probations and Supervisions.

Required, please complete

O 00X O 0Udub cgoabod

(3065) Show Cause
(3070) Re-exam

(3075) Rescission of
(3076) Involuntary Forfeiture

(3078) Restitution

(3079) Suspended from writing new
business; renewals ok

(3080) Supervision
(3085) Rehabilitation

(3090) Liquidation
(3095) Conservatorship

(3100) Receivership

(3101) Anclllary Receivership

(3102) Monetary Penalty
(3103) Aggregate Monetary Penalty

{3104) Settlement
(3105) Other (you must enter up to 50 char)

Penalty/FIne/Forfeiture $ 75000 Enter amount in whole
dollars only. Do not use punctuation.

'‘01-68,88,89, '02-37

Actlon Date: 1/26/2005 Effective Date: 1/28/2005 fFile Reference # & 38
CONTACT INFORMATION

Required, Please complete,

Action State MT Contact Name: Last Cross Guns First: Roberta MI:

Phone:

(406 ) 444 - 2040

e-mail address:

rcguns@mt.gov

Mail completed form to: NAIC, RIRS, 2304 McGee Suite 800 Kansas City, Mo 64108

Fax completed form to: NAIC, RIRS, 816.460.7510 or e-mail to: mktdata@naic.org (re: rirs)

Or

ENTITY FUNCTION CODES

Code Description
ADJ Adjuster/Appraliser
AIR Alien Insurer/Reinsurer
CAl Captive Insvrer
CEO Chief Executive Officer
COO Chief Operating Officer
DIY Director/Trustee
EMP Employee
HCP Health Gare Provider
HMO Health Maintenance Org.

Code Description
KEE Key Employee
MET MET/MEWA
MGA Managing General Agent
OFF Officer
OTH Other
PFC Premlum Finance Co.
PRE President
PRI Principal/Owner
PRO Producer {agency, brokerage etc)

Code Description
RRF Risk Retention Group
SCY Security
SEC Secretary
SEI Self Insured
STF State Funded
TPA Third Party Administrator
uDlI U.S. Domlclled Insurer
UNK Unknown
URO Utilization Review Org.

Copynght ® 2002-2003 by National Association of Insurance Commssioners.
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NOTICE OF REGULATORY ACTIVITY (RIRS)

For submission of regulatory actions reported to the NAIC.

Entity name, address and a numberic identifier (CoCode, AA/FEIN, SSN, Entity Number or National Producer Number) are reguired.

ENTITY INFORMATION

Entity Name: TRUCK INSURANCE EXCHANGE state>: 1039500
(for Individual Name key in Last Name, First Name, Middle Name and Suffix if available)
NAIC Entity No: 21709 NAIC CoCode: 69 AAFEIN: 95 - 2575892
F | Entity Function D S
Entlty Type Code: R [X] N Code: UDI-US. o s - -
(select one) M D (histed on back) 8 N
in
Adar p 0. BOX 2478 468 Ader: adcr:
Cityy LOS ANGELES State:  CA Zip: 90051 - Phone: (323 ) 932 - 3200
ACTION INFORMATION
ORIGIN OF ACTION
Check at least one item in the section below — maximum 4

(1005) Complaint Investigation
(1007) Field Investigation
(1008) Public Inquiry

(1010) Routine Dept. Action

(1015) Other States Actlon

{1018) Information/Referral from
Another state Agency

ODUOOOXK

oo

(1020) Insurer Report

(1023) Statistical Filing
(1025) Legal

{1030) Market Conduct Exam

{1035) Financial Exam

(1040) Workers Comp Exam

I_—_l (1045) Combined Exam

oo

* if checked you must enter description.

(1050) Bankruptcy Notices
(1055) Third Party Information
{(1060) Licensing Administration
(1063) Background Check

(1065) Other (enter up to 50 char)

Check at least one item in the section helow — maximu

REASON FOR ACTION

3
X

(=

(2005) Underwriting

(2010) Marketing & Sales

(2012) Life Insurance Replacement
Violation

(2014) Misrepresentation of
Insurance Product/Policy

(2015) Clalm Handling
(2020) Policyholder Service

(2025) Advertlsing

(2026) Premium Finance Act
Viotation

(2027) Surplus Lings Violation

(2028) TPA Violation

(2029) Unfair Insurance Practices
Act Violation

(2030) Fallure to meet Contlnuing
Education Requirements

(2032) Continuing Education
Requirements Met

(2035) Failure to Respond

(2036) Late or Incomplete
Response

(2037) Failure to Notlfy Department
of Address Change

(2038) Failure to Comply with
Previous Order

U dobdobpodibuoxoaddn

(2039) Fallure to Maintain Books &
Records

[l

O OJdobdoodooootcoono

L]

(2040) Failure to Timely File
(2042) Failure to Pay Chlld Support
(2045) Rebating

(2050) Rate Violation

(2053) Use of Unapproved Forms

(2055) No License

(2056) Deamonstrated Lack of Fitness or
Trustworthiness

(2058) Misstatement on Application

(2059) Failure to Make Required
Disclosure on application

(2060} Not Appointed
(2081) Selling for Unlicensed Insurer

(2062) Allowed Business from Agent Not
Appolinted/Licensed

{2063) Employed Unlicensed Individuals

(2064) Paid Commlssions to
Unappolnted Agents

(2065) Notice of Financiatl Impairment
from another state ’

(2070) Financial Impairmant

(2072) Cure of Financlal Impairment

(2074) Other States Actton

Ooobbooodododood

X

*if checked you mus( anter description.

(2075) Failure to report other state
actlon

(2080) Dissolution
(2085) Failure to pay tax

(2090) Failure to pay fine

(2095) Failure to pay assessment
(2097) Bail Bond Forfeiture Judgement

(2100) No Certificate of Authority

(2101) Certification Violation

{2102) Unauthorized Insurance
Buslness

(2103) Fiduclary Vlolation

(2104) Failure to Remit Premlums to
insurer

(2105) Misappropriation of Premium
(2106) Forgery

(2107) Crimlnal Record/History
(2108) Criminal Proceedings

(2110) Reconsideration
(2115) Other (enter up to 50 char)
IMPROPER USE OF

CREDIT SCORING

Copyright ® 2002-2003 by Nationa! Assectation of Insurance Commissioners
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Continue form on reverse side

(3001) License, Denied
(3003) License, Suspended

(3004) License, Cancelled
(3006) License, Revoked

(3009) License, Probation

(3010) License, Conditional

(3011) License, Supervision

(3013) License, Granted

(3014) License, Surrendered
(3015) License, Voluntarily

(3012) License, Reinstatement

DISPOSITION

Check at least one item in the section beiow — maximum 4

(3028) Certificate of Authority, Explred
(3028) Certificate of Avthority,
Probation

(3031) Certificate of Authority,
Relnstated

(3034) Certlflcate of Auvthority,
Surrendered

(3036) Certiflcate of Authority, Other
(enter up to 50 char)

{3042) Cease and Desist from
Violations

(3043) Cease and Desist from all
Insurance Activity

{3045) Consent Order
(3046) Stiputated Agreement/Ordar

(3047) Previous Order Vacated

(3065) Show Cause
(3070) Re-exam

(3075) Resclssion of
(3076) Involuntary Forfeiture

(3078) Restitution

(3079) Suspended from writing new
business; renewals ok

(3080) Supervision

(3085) Rehabilitation

(3090) Liquldation
(3095) Conservatorship

(3100) Receivership

Surrendered

(3016) License, Other (S0 Char) (3048) Ordered to provide requested

information (3101) Ancillary Receivership

O oo aodaoaun

(3021) Certiflcate of Authority,
Denied

{3023) Certificate of Authority,
Suspended

(3025) Certificate of Authority,
Suspension Extended

(30286) Certificate of Authority,
Revoked

(3050) Temporary Restraining Order (3102) Monetary Penalty

(3055) Reprimand (3103) Aggregate Monetary Penalty

(3060) Hearing Walver (3104) Settlement

XOO O 0OOxOoO oOododd

(3105) Other {you must enter up to 50 char)

O OO0 0 0O0ocod ooognn

O OOKX

Complete as needed

)  (IfDAYS, enter number of days) Penalty/Fine/Fortelture $ 75000 Enter amount in whole
~ Length of tima required for Suspensions, dollars only. Do not use punctuation.
Probations and Supervisions,
Reguired, please complete

Time or Length of Order:

'01-68,88,89, '02-37

Action Date: 1/26/2005 Etfective Date: 1/28/2005 File Reference # & 38
CONTACT INFORMATION

Required, Please complete.

Action State MT Contact Name; Last (Cross Guns Firstt Roberta MI:

Phone: e-mall address:

(406 ) 444 - 2040 rcguns@mt.gov

Mail completed form to: NAIC, RIRS, 2304 McGee Suite 800 Kansas City, Mo 64108
Or
Fax completed form to: NAIC, RIRS, 816.460.7510 or e-mail to: mktdata@naic.org (re: RIrs)

ENTITY FUNCTION CODES

Code Description Code Description Code Description
ADJ Adjuster/Appraiser KEE Key Employee RRF Risk Retentlon Group
AIR Alien Insurer/Reinsurer MET MET/MEWA SCY Securlty
CAl Captive Insurer MGA  Managing General Agent SEC Secretary
CEO Chief Executive Officer OFF Officer SEl Self Insured
(ofe]e] Chief Operating Officer OTH Other STF State Funded
DIT Director/Trustee PFC Premium Finance Co. TPA Third Party Administrator
EMP Employee PRE President uDlI U.S. Domiclled Insurer
HCP Health Care Provider PRI Principal/Owner UNK Unknown
HMO Health Malntenance Org. PRO Producer (agency, brokerage etc) URO Utilization Review Org.

Copyright ® 2002-2003 by National Association of Insurance Commissioners,
Version 3.6.0

Page 2 0(3
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NOTICE OF REGULATORY ACTIVITY (RIRS)

For submission of regulatory actions reported to the NAIC.

Entity Name:

ENTITY INFORMATION

Entity name, address and a numberic identifier (CoCode, AA/JFEIN, SSN, Entity Number or National Producer Number) are required.

FARMERS INSURANCE EXCHANGE

NAIC Entity No: 21652

Entity Type Code:
(sefect one)

Addr:

F ]
R . N
M D

P.O. BOX 2478 468
LOS ANGELES

s 1014600
(for Individual Name key in Last Name, First Name, Middle Name and Suffix if available)
NAIC CoCode: 69 AASFEIN: 95 - 2575893
Entlty Function D S
Code: UDI-U.S. o ] - -
(listed on back) B N
Line 2 Line 3
Addr: Addr:
State:  CA 2 90051 - Phone: (866 ) 857 - 5052

City:

Ch

ock at 1east one item in the section below — maximum

ACTION INFORMATION

ORIGIN OF ACTION

(1005) Complaint Investigation
(1007) Fleld Investlgation
(1008) Public Inquiry

(1010) Rautine Dept. Action

(1015) Other States Actlon

(1018) Information/Referral from
Another state Agency

OO0OUOXK

Dodood

(1020) Insurer Report

(1023) Statistlcal Fiting
(1025) Legal

(1030) Market Conduct Exam

{1035) FInanclal Exam

(1040) Workers Comp Exam

gopogog.

* if checked you must enter description.

(1045) Combined Exam

(1050) Bankruptcy Notices
(1055) Third Party Information
(1080) Licensing Administration
{1063) Rackground Check

(1065) Other (enter up to 50 char)

Check at least one item in the section helow — maximu

REASON FOR ACTION

3
N
(=3

(2005) Underwriting

(2010) Marketing & Sales

(2012) Life Insurance Replacement
Violation

(2014) Misrepresentation of
Insurance Product/Policy

(2015) Clalm Handling

{2020) Policyhoider Service

(2025) Advertising

(2026) Premium Finance Act
Violation

(2027) Surplus Lines Violation

(2028) TPA Vlolation

(2029) Unfalr Insurance Practices
Act Viotation

(2030) Failure to meet Continuing
Education Requlrements

(2032) Continuing Education
Raquirements Met

(2035) Fallure to Respond

(2038) Late or Incomplete
Response

(2037) Fallure to Notify Department
of Addrass Change

(2038) Failure to Comply with
Previous Order

(2039) Failure to Maintain Books &
Records

L O O0Ubdoooooooxaoadd

O Obhdddodbooodbood

L]

(2040} Failure to Timely Flle
(2042) Failure to Pay Chlld Support
(2045) Rebating

(2050) Rate Violation

(2053) Use of Unapproved Forms

(2055) No License

(2056) Demonstrated Lack of Fitness or
Trustworthiness

(2058) Misstatement on Application

(2059) Failure to Make Required
Disclosure on application

(2060) Not Appointed
(2061) Selling for Unlicensed Insurer

(2062) Allowsd Business from Aéent Not
Appolinted/Licensed

(2063) Employed Unlicensad Individuals

(2064) Pald Commissions to
Unappointed Agents

(2065) Notice of Financial Impairment
from another state

(2070) Financial Impalrment

{2072) Cure of Financial Impairment

(2074) Other States Actlon

N O

X

*if checked you must gnter description,

(2075) Failure to report other state
actlon

{2080) Dissolution
(20895) Fallure to pay tax

{2080) Failure to pay fine

(20995) Failure to pay assessment
(2097) Bail Bond Forfeiture Judgement

(2100) No Certificate of Authority

(2101) Certificatlon Violation

(2102) Unauthorized Insurance
Business

(2103) Fiduclary Violation

(2104) Failure to Remit Premlums to
insurer

(2105) Misappropriation of Premium
(2106) Forgery

(2107) Criminal Record/HIstory
(2108) Criminal Proceedings

(2110) Reconsideration
(2115) Other (enter up to 50 char)
IMPROPER USE OF

CREDIT SCORING

Copyright ® 2002-2003 by National Association of Insurance Commissioners,

Version 3.6.0  Page 1 of 3



Continue form on reverse side
DISPOSITION

Check at least one item in the section below — maximum 4

(3028) Certificate of Authority, Expired (3065) Show Cause
(3029) Certificate of Authority, (3070) Re-exam

{3001) Llcense, Denled
(3003) License, Suspended

Probation
(3004) License, Cancelled ggiil)uiz:mcate of Authority, (3075) Resclssion of
(3006) License, Revoked g’f}é’nggﬁgwte of Autharity, (3078) Involuntary Forfelture

(3036) Certificate of Authorlty, Other

(3009) License, Probation (enter up [0 50 char)

(3078) Restitution

(3079) Suspended from writing new

(3010) License, Conditionat business; renewals ok

(3042) Cease and Destst from
Violations

(3043) Cease and Desist from all
Insurance Activity

(3045) Consent Order
(3046) Stipulated Agreement/Order

(3011) License, Supervision (3080) Supervision

(3085) Rehabllitation

(3090) Liquidation
(3095) Conservatorship

{3012) License, Reinstatement

{3013) License, Granted

(3014) License, Surrendered

(3015) Llcanse, Voluntarily
Surrendered
(3018) License, Other (50 Char)

(3047) Previous Order Vacated (3100) Receivership
(3048) Ordered to provide requested

information (3101) Ancillary Receivership

(3021) Certiflcate of Authorlty,
Denled

(3023) Certificate of Authority,
Suspended

(3025) Certiflcate of Authorlty,
Suspension Extended

(3026) Certificate of Authority,

(3050) Temporary Restraining Order (3102) Monetary Penalty

(3055) Reprimand (3103) Aggregate Monatary Penalty

(3060) Hearing Walver (3104) Settlement

XUOOD O DOXOd DOoobgd

D UO0OX O 00000 00ooood

(3105) Other (you must enter up to 50 char)

O o0tbib ddcdoooboooogd

Revoked
Complete as needed
(I DAYS, enter number of days) Penalty/Fine/Forfeiture $ 7 D000 Enter amount in whole
Time or Length of Order: ™~ ength of time required for Suspensions, dollars only. Do not use punctuation.
Probations and Supervisions.
Required, please complete

Action Date: 1/26/20058 Effective Date: 1/28/2005 Fite Reference # 8?13-888’88’89’ 02-37

CONTACT INFORMATION
Required, Please complete.
Action State MT Contact Name: Last  Cross Guns Firstt Roberta MI:
Phone: (406 ) 444 - 2040 e-mall address: rcguns@mt.gov
Mail completed form to: NAIC, RIRS, 2304 McGee Suite 800 Kansas City, Mo 64108

Or

Fax completed form to: NAIC, RIRS, 816.460.7510 or e-mail to: mktdata@naic.org (re: rirs)

ENTITY FUNCTION CODES

Code Descriptlon . Code Description Code Description
ADJ Adjuster/Appraiser KEE Key Employee RRF Risk Retention Group
AIR Allen Insurer/Reinsurer MET MET/MEWA SCY Security
CAl Captive Insurer MGA  Managing General Agent SEC Secretary
CEO Chlef Executive Officer OFF Officer SEI Self Insured
COO0 Chief Operating Officer OTH Other STF State Funded
DIT Director/Trustee P§FC Premium Finance Co. TPA Third Party Administrator
EMP Employee PRE President ubI U.8. Domliclled Insurer
HCP Health Care Provider PRI Princlpal/Owner UNK Unknown
HMO Health Maintenance Org. PRO Producer (agency, brokerage etc) URO Utitization Review Org.

Copyright ® 2002-2003 by National Association of Insurance Commissioners,
Version 3.6.0  Pagc2of3
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NOTICE OF REGULATORY ACTIVITY (RIRS)

For submission of regulatory actions reported to the NAIC.

ENTITY INFORMATION

Entity name, address and a numberic identifier (CoCode, AAIFEIN, SSN, Entity Number or National Producer Number) are required.

Entity Name: MID-CENTURY INSURANCE COMPANY State I10: 1025000
(for Jndividual Name key in Lasl Name, First Name, Middle Name and Suffix if available)
NAIC Entity No: 21687 NAIC CoCode: 69 AAFEIN: 95 - 6016640
F 1 Entlty Function D S
Entity Type Code: R [X] N Code: UDI-U.S. 0 s - -
{select one) M D (listed on back) B N
ader PO, BOX 2478 468 Adr: s
City: LOS ANGELES State:  CA Zip: 90051 - Phone: (1323 ) 932 - 3200

ACTION INFORMATION
ORIGIN OF ACTION

Check at least one item in the section below - maximu
(1020) Insurer Report

(1005) Complaint Investigation (1045) Combined Exam

(1050) Bankruptcy Notices

(1007) Fleld Investigation (1023) Statistical Flling

(1008) Public Inquiry (1025) Legal

(1060) Licensing Adminlstration

(1010) Routine Dept. Actlon (1030) Market Conduct Exam

(1015) Other States Action (1063) Background Check

(1018) Information/Referral from
Another state Agency

(1035) Financial Exam

m4
[
[l
D (1055) Third Party Information
O
L

(1065) Other (enter up 10 50 char)

ODOUOOKXK
Doonod

U

(1040) Workers Comp Exam

* if checked you musi onler deseripion.

REASON FOR ACTION

Check at least one item in the section below — maxim
(2040) Fallure to Timetly Flle

c
3

)
S

(2075) Failure to report other state
action

(2080) Dissolution

(2005) Underwriting

(2010) Marketing & Sales

(2012) Life Insurance Replacemeant
Violatlon

(2014) Misrepresentation of
Insurance Product/Policy

(2015) Claim Handling
(2020) Policyholder Service

(2042) Failure to Pay Chlld Support

(2045) Rebating (2085) Failure to pay tax

(20503 Rate Violation (2090) Failure to pay fine

(2095) Failure to pay assessment
(2097) Bail Bond Forfeiture Judgement

(2100) No Certificate of Authority

(2053) Use of Unapproved Forms

{(2055) No License

(2056) Demonstrated Lack of Fitness or
Trustworthiness

(2058) Misstatement on Application
(2059) Fallure to Make Required
Disclosure on appllcation

(2060) Not Appointed

(2025) Advertlsing

(2026) Premlum Finance Act
Violation

(2027) Surplus Lines Violation

(2101) Certification Violation
(2102) Unauthorized Insurance
Business

(2103) Fiduciary Vlolation

(2104) Fallure to Remlt Premiums to
insurer

(2028) TPA Vlolation

(2029) Unfalr Insurance Practices
Act Violation

(2030} Failure to meet Continuing
Eduvcation Requirements

(2032) Continuing Education
Requlrements Met

(2035) Failure to Respond

(2036) Late or Incomplete
Response

(2037) Failure to Notify Department
of Address Change

(2061) Selling for Unllcensed Insurer

{2062) Allowed Business from Agent Not
Appointed/Licensed

(2063) Employed Unlicensed Indlviduals

(2064) Paid Commisslons to
Unappolnted Agents

(2065) Notlce of Financial Impairment
from another state

(2105) Misappropriation of Premium
(2108) Forgery

{2107) Criminal Record/History
(2108) CrimiInal Proceedings

(2110) Reconsideration

(2115) Other (enter up 10 50 char)
IMPROPER USE OF

CREDIT SCORING

(2070) Financial Impairment

L gbodouuooxa ood
Do boooaoad

(2038) Failure to Comply with
Previous Order

O OUbuoboouooobodd

[
X

(2072) Cure of Flnancial Impairment

i i * it chacked t enter descriplion.
D (Rzeoc?c?:d':s-.a”ure to Maintain Books & D (2074) Other States Action chacked you must enter descriplion

Copyright © 2002-2003 by National Assoctation of Insurance Commissioners.
Version 3.6.0 Page ] of 3



Continue form on reverse side

(3001) License, Denled
(3003) License, Suspended

(3004) License, Cancelled
(3008) License, Revoked

(3009) License, Probation

(3010) License, Conditional

(3011) License, Supervision

(3012) License, Reinstatement

(3013) License, Granted

(3014) License, Surrendered

(3015) License, Voluntarlly
Surrendered
(3016) Licensea, Other (50 Char)

DISPOSITION

Check at least one item [n the section below - maximum 4

(3021) Coertificate of Authority,
Denied

(3023) Certificate of Authority,
Suspended

{3025) Certificate of Authority,
Suspension Extended

(30286) Certlficate of Authority,
Revoked

O 000 0O Doodo ooogod

(if DAYS, enter number of days)

Time or Length of Order:

* Length of time required for Suspensions,
Probations and Supervisions.

D (3028) Certificate of Authority, Expired (3065) Show Cause
(3029) Certificate of Authorlty,

00

(3070) Re-exam

Probation
ggﬁ;ﬁﬁg'ﬂme of Authority, (3075) Rescission of
ggﬁlﬁzzgwte of Authority, (3076) Involuntary Forfeiture

(?eons;g: f:?fé%aéi ac:g Authority, Other (3078) Restitution
(3079) Suspended from writing new

businass; renawals ok

{3042) Cease and Desist from
Violations

(3043) Cease and Desist from all
Insurance Actlvity

{3045) Consent Order
(3046) Stipulated Agreement/Order

(3080) Supervision

(3085) Rehabilitation
(3090) Liquidation
(3095) Conservatorship

(3047) Previous Order Vacated (3100) Receivership

(3048) Ordored t0 provide requested (310%) Ancllary Recalvarshi

(3050) Temporary Restraining Order (3102) Monetary Penalty

(3055) Reprimand (3103) Aggregate Monetary Penalty

(3060) Hearing Waiver (3104) Settlement

XOO O oOoOxddo Oddo

(3105) Other (you must enter up to 50 char)

O U0OOX U OO00d0O0o0ooo

Complete as needed

Penatty/Fine/Forfeiture $ 79000 Enter amount in whole
dollars only. Do not use punctuation.

Requlred, please complete

'01-68,88,89, '02-37

Action Date: 1/26/2005 Effective Date:  1/28/2005 File Reference # & 38
CONTACT INFORMATION

Required, Please complete.

Action State MT Contact Name: Last  Cross Guns First: Roberta MI:

Phone: (406 ) 444 - 2040 e-mail address: rcguns@mt.go\l

Mail completed form to: NAIC, RIRS, 2304 McGee Suite 800 Kansas City, Mo 64108

Or
Fax completed form to: NAIC, RIRS, 816.460.7510 or e-mail to: mktdata@naic.org (e: rirs)
Code Dascription Code Description
KEE Key Employee RRF Risk Retention Group
MET MET/MEWA SCY Security
MGA  Managlng General Agent SEC Secretary
OFF Officer SEl Self Insured
OTH Other STF State Funded
PFC Premium FInance Co. TPA Third Party Administrator
PRE President ubl U.S. Domiclled Insurer
PRt Principal/Owner UNK Unknown
PRO Producer (agency, brokerage etc) URO Utllization Review Org.

ENTITY FUNCTION CODES

Code Description
ADJ Adjuster/Appralser
AIR Alien Insurer/Reinsurer
CAl Captive Insurer
CEO Chief Executive Officer
(ofa]e) Chief Operating Officer
DIT Director/Trustes
EMP Employee
HCP Health Gare Provider
HMO Health Maintenance Org.

Copyright ® 2002-2003 by National Assoctation of Insurance Commussioners

Version 3 6.0  Page 2 of 3
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